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INDEPENDENT AUDITOR'S REPORT

Board of Trustees
The Delaware Agriculiural Lands Preservation Foundation

We have andited the acenmpanying financial statements of the speeial revenne fund of The Delaware
Agricultural Tands Preservation Foundation — Administrative Funds of the State of Delaware as of and for
the fiseal years ended June 30, 2005 and 2004, as listed in the table of contents. These financial statements
are the responsibility of the Foundation's management. Our responsibility is (o express an opinion on these
financial statements hased on our awdit.

We conducted our sudit in aceordance with anditing standards gencrally accepted in the United States of
America and the standards applicable (o financial audits contained in Governmeni Auditing Sfandeards,
issucd hy the Comptroller General of the United States. Those standards vequire that we plan and perform
the andit to obtain reasonable assurance about whether the financial statements are free of material
misstatement.  An audit includes cxamining, on a fest basig, evidonee supporting (he amonnts and
disclosures in the financial statements. An andit also includes assessing the aceounting principles used and
significant cstimates made by management, as well as cvalnating the overall financial statement
presentation. 'We helicve that our audit provides a reasonable basis for our apinion.

As discngsed in Noie 1, the fimancial statements present only the special revenue fund of Delaware
Agricuttural Lands Preservation Foundation — Administrative Funds and are not intended lo present fairly
the financial position and the resulis of its operations of the State of Delaware in conformity with
accounting principles generally accepted in the United States of America.

Tn our opinion, the financial statements referred to above present fairly, in all material respeets, the
financial position of the special revenue fund of the Delaware Agricuttural Lands Preservation Foundation
~ Administeative Fonds of the State of Delaware as of June 30, 2005 and 2004, and the resulis of ifs
operations for the years then ended in conformity with acconnting principles generally accepted in (he
United Siates of America,
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In accordance with Governmient Auditing Standards, we have also issued owr report dated Scptember 7,
2005, on our consideration of the Delaware Agricultural Lands Preservation Foundation — Adminisirative
Funds® internal control over financial reporting and our fests of its compliance with certain provisions of
laws, rcgulations, contracts, and grants and ofher matters. The purpose of that report is to deseribe the
scope of our testing of internal control over financial reporting and compliance and the results of that
testing, and not to provide an opinien on the internal controel over financial reporting or on compliance,
That report is an infegral part of an audit performed in accordance with Government Anditing Standards
and should be vead in conjunction with this report in considering the results of onr audit.

The Delaware Agricaliural Lands Preservation Foundation — Administrative Funds has not preseated the
Management Discussion and Analysis that accounting principles generally accepted in the United States
fias determined is nceessary to supplement, although not required to be part ofy the basic financial
statemenls.

The budgetary information on page 12 is mot a required part of (he basic financial statements buf is
supplementary information required by aceounting principles generally accepled in the United States of
America. We have applied certain limited procedures, which consisted priecipally ol inquiries of
management regarding the methods of measurement and presentation of the required supplementary
information. However, we did not andit the information and express no opinion on it,

Our audit was eonducted for the purpose of forming opinions on the financial statemenis that eollectively
comprise the Delaware Agricoltural Lands Peeservaiton Foundaiion - Administrative Funds® basic
financial statements. The Statement of General Government Expenditures s presented for purposes of
additional analysis and is not a required part of the basie financial statements. The Statement of General
Government Bxpenditures have been subjected fo the anditing procedures applied in the audit of the
basic financial statements and, in our apinion, are fairly stated in all material respects in relation to the
hasic financial statements taken as 4 whole.

A3 Bork S Qusciatio) PA-

MOND [, BOOK & ASSOCTATIS
CERTIFIED PUBLIC ACCOUNTANTS

Daver, Delaware
Sepdemher 7, 2005



REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT
AUDITING STANDARDS

Board of Trustlees
Delasvare Apricubtural Land Preservation Foundation

We have audited the financial statements of the Delaware Agrienltural Lands
Preservatinn Foundation-Administrative Funds as of and for the years ended June 30,
2005 and 2004, and have issucd our report thercon dated September 7, 2005. We
condneted our audit in accordance with auditing standards generally accepted in the
United States of America and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United

Statcs,

Internal Control Over Financial Reporting

In planning and performing our audit, we considered Delaware Agricultural Land
Preservation Foundation — Administrative Funds' internal control over financial
reporting in arder to determine our auditing procedures for the purpase of expressing
our opinion on the financial statemeats and not to provide assarance on the internal
eontrol over finaneial reporting. Our eonsideration of the internal conteal over
financial reporting would not necessarily disclose all matiers in the internal eontyol
over finamcial reporting thai might be material weaknesses. A material wealiness is a
reportable condition in which the design or operation of one 01 more of the internal
comtrel components does not reduce to a relatively low level the risk that
misstatements caused by error or fraud in amounts that would be material in velation
to the financial statements being andited may ocenr and not be detccted within a
timely peried hy employees in the normal course of performing their assigned
funetions. We noted no matters involving the internal control over finaneial reporting
and its aperation that we consider to he material weaknesses.

Compliance

As part of obtaining rcasonable assurance about whether the Delaware Agrienltural
Land Preseryvation Foundation - Administrative Funds’ (inancial statements are free
of matcrial misstatement, we performed fesds of its compliance with ecrtain provisions
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of laws, regulations, contracts and grants agreements, noncompliance with which
conld have a direct and material effeet on the determination of finaneial statement
amounts. However, providing an apinion on complianee with thosc provisions was not
an objeetive of our audit, and accordingly, we do not express such an opinion. The
resulis of owr tests disclosed no instances of noncompliance that are reguired to be
roported under Government Anditing Staudards.

This report is intended for the information and wse of the Board of Trusices,
management, Office of the Governor, Office of the Controller General, Ofiice of the
Attormey General, Office of Budget, Department of Finance and the Office of Auditor
of Aceounts and is not iniended to be and shonld not be used by anyonc other than
these specified parties. However, nnder 29 Del. €., Section 10002 {d), this report is a
public reeord and ifs distribution is not limited.

4 book(lossecalid A
RAYMOND T, BOOK & ASSOCIATES
CERTIFIED PUBLIC ACCOUNTANTS

Dover, Delaware
September 7, 2005
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THE DELAWARF AGRICULTURAL EANDS PRESERVATION FOTNDATION -
ADMINISTRATIVE FUNDS
SPECTAT REVENUE FUND
ATEMENT OF REVENUES, EXPENDITURES, AND CEHANGES I[N FIND BALANCE
FOR L'LLE YEARS ENDED SUNFE 3, 2005 AND 2004

20m5 2004
REVENUES
Greant - State ol Delaware 3 150,000 s 150,000
Rull-hack Taxes 65,720 A8,542
Inlerest fmeonye 4,200 2,74
Award frimm Scitlement 5570 1,500
Licenze Plute Bevenue 1400 3955
Domatinns 45 100
Tnial Revenues F 228,347 % 246,834
EXPENTITORES
Carvent
General Government bl 181,62H b 233077
Excess (Deficit) of Reyenme over Expenditures Before Transfers 8 46,719 5 12,861
OTHER FINANCING SDURCLES
T ranafers From {dher State Fomly % - ] 35,904
Met Change in Fund Balanes 3 46,719 5 48,765
Tund Balanee - Total Beginning of Year 224,025 L70,160
1"and Balanee - Totnl Eod ol Yeay 5 271,644 S 224 025

STT AUDITOR'S REPORT AND NOTES 1D FINANCIAL STATEMENTS
A



Note 1 -

THE DELAWARE AGRICULTURAL LANDS PRESERVATION FOTUNDATION-

ADMINISTRATIVE FIINDS
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2005 AND 2004

Organization and Summary of Significant Acconniing Policios

Organization

On July 8, 1991, the Governor of the State of Delaware signed House Bill 200 to
amend Chapter 9, Title 3, of ihe Delaware Code. The legislation established a
comprehensive agricultural lands preservation program to serve the long-term needs
of the agricultural community and the citizens of Delaware. Ttis the declared policy of
the Siate to conserve, protect and encourage improvement of agricultural lands within
the State for the production af Toad and other agricultural products uscful to the
public which are grown, raised or harvested on lands and water in the State of

Delaware.

The Delaware Agriculiural Lands Preservation Foundation was created by this
legislation to accomplish this wission by establishing Agricultural Preservation
Districts of viable and productive farmland and forcsitmd. The Foundation is
dirceted to provide economic incentives and bencfits to agribusiness, purchase
development rights from landowners, enconrage development in areas where
inlrastructures exist, and promote the agricultural industry and the concept of
preserving viable land for the foture.

The cnabling statute for the Preservation Foundation estabMished a trust fund.
Monies for farmland preservation have eome from the 21% Centary Fund set up by the
General Assembly under the control of the Secretary of Finance and released fo
accounts within the Delaware Department of Agricnlture under the certification and
subsequent control of the Sceretary of Agrienlture. Federal funds and monies from
the Capital Budget, carmarked for agricoltural lands preservation district creation, is
also solely the responsibility of the Delaware Department of Agriculture.  All
accounting of these expenditures is within the State of Delaware’s accounting systein,
DFMS.

The General Assembly of the Sitate of Delaware provided fundimg for the
administrative costs of the Foundation in the amount of $150,000 for the years ended
June 3), 2005 and 2004, These funds are administered diveetly by the Foundation in
separate fund accounts. The transactions reeorded in those separaie acenunts are
reported in these financial statements.

6



THE DELAWARE AGRICULTURAL LANDS PRESERYATION FOUNDATEON-

ADMINISTRATIVE FUNDS
NOTES TO TINANCIAL STATEMTNTS

JUNL 34, 2005 AN 2004

Rasis of Prosentation-Fund Aceounting

MNote 2 -

Bayis of Acconnting
The financial statemenis of The Delaware Agrienltural Lands Prescrvation
Fonndation ~ Administeative Frunds are prepared using the modilied acerual
method of accounting. The expenditures are expensed when inenired and
revenues are recorded when eollected or eolleetible soon enongh to pay current
liabilitics (referred (o as “Available”). “Available” gencrally means collectible
within 61 days.

Governmental Fund Types
Speecial Revenue Funds — Special Revenue Funds are used to account for the
procceds of speeific revenue sources (hat ave restricled to expenditures for
purposes of provided supporting administrative services to the Delaware
Agrienltural Lands Preservation Foundation.

Income Taxgs

The Foundation is exempt from income taxes under Scction 115 of the Internal
Revenue Caode. Therefore, no provision for income tax is necessary.

Istimatcs

The preparation of financial staicments in conformity with U, 5. generally accepted
accounting principles require management fo make cstimates and assumptions that
affcet certain reported amounts and disclosures.  Accordingly, actual resulis could
differ from those estimaies.

Concentration of Risk

The Delmvare Agrienltural Lands Preservation Foundation is highly dependent upon
the State of Delaware, rollback taxes from the three counties in Delaware and

the Delaware Department of Transportation as its major sourees of funding,

These funding sources are dependent upon general economic conditions withim the
State of Delaware,

Cagh and Cash Eguivalents

As of June 30, 2005 and 2004 the Foundations Adminisirative Funds has a cash
bakance of $237,594 and $186,570 held by the State of Delaware’s Treasurer’s Office.
Cash is comirolled by the porsonnel of the State Treasurer’s Office in Dover,
Delaware.



THE DELAWARE AGRICUL TURAL LANDS PRESERVATION FOUNDATION-

MNote 3 -

Nate 4 -

MNote 5-

ADMINISTRATIVE FUNDS
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2005 AND 2004

‘The funds hokd by the Sate of Deflaware investment pool, an internal investment pool,
are specifically identified for the Foundations Administrative Fumds bat the evedil
yisk cannot be calegorized by these funds. Credit risk for such investments depends
on the finaneial siability of ithe State of Delaware.

The Foundation’s cash account held by Wilmington Trust is covered because the
halances are less than the FDIC lanit of 100,000 both for June 30, 2005 and 2004,

Change in Accounting Prononnecments

In 2004, the Foundation’s Administrative Funds implemented the following GASB
statement:

2 GASB Statement No. 34, “Basic Financial Stufements — and Management’s
Discaussion and Asialpsis-for State and Local Gaverumenis”

Accounts Pavable

Acconnts payable vepresent cxpenses inewrred by the Foundation prior to the end of
their fiscal vear, but not paid wntil after their fiseal year has ended. Accounts payable
for the vears ended June 30, 2005 and 2004 were §5,822 and 59,781, respectively.

Rollback Taxcs

Undoer the provisions of House Bills 200 und 630, rollback taxes under the Farmbland
Assessment Act are directed fo be paid by the Counnties to the Agrienltural Lawds
Preservation Foundation. In the Farmland Assessmend Act of 1969 provision is made
for a vollback tax. These rollbacks occur whencver lands gualificd under the
Farmland Asscssment Act are changed in wse from agriculture to some nther use
Under the provisions of House Bill 630 a change of use was furtber defined as changes
in zoning, subdivision, building permits or certificate of ocenpancy statns. On the day
that such rollback takes effect a tax abligation s ereated for the awner of record. The
tux is computed as the differenee in the taxes that would have been paid without
Farmland Assessment, and the taxes that were in fact paid under Farmland
Assessment for five years previous to the date of change in use. This sum of moncy is
due and pavabie to the Connty and is then dirceted by the Coumty to two recipicnts.

The first recipient is the school distriet within which the properiy lics, and the second
in the Agricultural Lands Preservation Foundation. The share of money from the
rollback tax, which s computed for each of these recipicnts, is based upon iheir
proportionate share of the tax rate which was in elfeet during the five years on which

8



THE DELAWARE AGRICULTURAL LANDS PRESERVALTON FOUNDATION-

Nate 6 -

Note 7 -

ADMINISTRATIVI FUNDS
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2005 AND 2004

the rollback was compnieit, Under statute, the County forwards to the sehool district
Board that portion ol the rollhack tax atteibutable to the Jocal school district. From
the remaining funds, the County removes a 7.5% administration fee as provided by
statute, and forwards the remaining dollars to the Agricultural Lands Preservation
Fonndation.

The Foundation records any rollback taxes eollected by the Counties as of June 30,
but not remitted to the Foumlation umtil later as n vollback tax reccivable. The
amount of the rollback faxcs reecivable was $20,530 and $35,368 as of Junc 30, 2005
and 2004, respectively,

Transfers from Other State Fonds

The Delaware Farm Preservation Services iransferred funds 1o the Foundation's
Administrative Punds, This amount was nsed to pay payroll expenses of the
Foundation’s Administrative Fund’s full time employee. The transferred amounts
were 50 and $35,904 as of June 30, 2005 and 2004, respectively.

Pension Plan

State employees arc covered under the State of Delaware Employees’ Pension Plan,
which is a cost sharing, multiple employees defined benefit public employee’s
redirement systems (the State PERS). The State of Delaware General Asscmbly is
responsihle for seiting benefits and amending plan provisions, The State Board of
Pension Trustees determines the contribution requirements. All eligible Sinte
employees arce required to eontribute to the plan according to Chapter 33, Title 29 of
the Delaware Code,

All full-time and regular pari-time employecs are cligible to participate in the Stale
PERS. The State PERS provides pengion disabilities and death benefits, Certain
significant plan provisions are as follows:

“ Tarly retirement
o 15 years of serviee — age 55
o 25 years of service — any age

2 Service retivement
a 15 years of service — age 60
o 3 years of gervice - any age
o 5 years of serviee — age 62
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Note § -

MNoic 9 -

ADMINISTRATIVE FUNDS
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2005 AND 2004

% Disability retirement
o 5 years of service and praof of disability

Vested pension — an employec can vest pension rights after five years of service,

The State PLRS issued a publicly available finaneial report that includoes the
financial statements and regquired supplementary information that may he abtaincd
in writing to the State of Delaware Public Employee Retirement System, MeArdle
Building, Suite 1, 860 Silver Lalc Boulevard, Dover, Delaware 19904 or by calling
1-800-722-7300.

Employces of the Foundation Administrative funds arc requived to contribute the
pereentage of carnings in excess of §6,000. The Foundation Adminisirative Funds
pension expense for the year ended June 34, 2005 and 2004 was 56,947 and 53,534,

respectively,

In the normal course of business, there are outstanding various commitments and
contingent liabilitics in addition to the normnal encumbranees for the purchase of
goods and services. The Foundation Administrative Funds daes not andicipate Insses
from these transactions.

Budgetary Informaiio

The Faundation’s Adminisirative Funds uses the following procednres in establishing
the budgetary dala included in the financial staiements. Before the last mecting in the
prior fiscal year, management drafis a budget for the Board to approve at the Iast
meeting, Management reviews the last year of expenses and revenues then adjusts it
for any known activity for the upeoming fiscal year. During the year, management
reviews the acteal to budget every month and informs the Board when actual
expenditures are grossly aver budget. This is to reccive approval from Board to adjust
the budget lines.

The Foundation’s Administrative Funds uses the acernal method when adopting their
budgct,

10



THE DELAWARE AGRICULTURAT LANDS PRESERVATION FOUNDATION-

Naote 10 -

ADMINISTRATIVE FUNDS
NOTES TO FINANCIAL STATEMENTS
JUNE. 3, 2005 AND 2004

Award from Sctthement

The amount of 55,576 represeats the reimburscment of survey and legal fees
associated with the parchase of land developiang vighis from Donald L. Chalmers. Mr.
Chalmers had signed an agreement for the purchase of the development rights then
decided not te go through with the contract. Due fo the breach of contract, Mr.
Chalmers reimbursed the foundation for the costs that had been inenrred and the
Foundation then returned the funds to the State of Delaware.

11
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SCHEDULE " A"

THE DELAWARE AGRICULTURAL LANDS PRESERVATION FOUNTIATTON -
ADMINISTRATIVE TUNDS
STATEMENT OF GENERAL GOVERMENT RXPENDITIRIES
PO TIHE YEARS FENDERJUNE 30, 2005 AN 2004

EXPENDITURLS
Current

CGeneral Government

Wapes and Ovortine b H5,6H8 by anaTa
Conivactod Eabor i A58 30,363
Cthier Conlene bnnl Servicos TA63 3,232
Emiployee Denefits 15,6002 TH2N
Bunk Charges ann 263
Fayroll Taxes 4028 Lt
Tnsuranae KX .
Steatoyy amid Othoer Mapping 48,755 HO71L
Oiier Mapping/Tnterned 1.74% 31,0940
Orfies Supplies anil Expense 54008 3328
Telephone 1,630 1,618
Repnirs nmil Muinlenanee - kil
Tegnl Fous 15074 38,161
Dues wrad Subseriptinns 40 JE0
Travel 2804 “
Anite Rental Fo0n 4,024
Reimbursemenl of Settlensent ta State of Delwwnre 3576 -
Tatal Expendiinees b 151,628 5 233,077

SET. AUNDTTOR'S REPORT AN NOTES TO FINANCTIAL STATEMENTS
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